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INDEPENDENT AUDITOR'S REPORT

The Honorable Charles Landry, Mayor
and Members of the Board of Aldermen
Village of Morganza, Louisiana

I have audited the accompanying financial statements of the governmental activities and business-type activities of
the VILLAGE OF MORGANZA, LOUISIANA, as of and for the year ended June 30, 2006, which collectively
comprise the Village's basic financial statements as listed in the Table of Contents. These financial statements are
the responsibility of the Village of Morganza, Louisiana, management. My responsibility is to express an opinion
on these financial statements based on my audit.

I conducted my audit in accordance with auditing standards and the standards generally accepted in the United
States of America applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States, and the Lowisiana Governmental Audit Guide. Those standards and
the guide require that 1 plan and perform the audit to obtain reasonable assurance about whether the basic
financial statements are free of material misstatement., An audit includes examining, on a test basis, evidence
supporting the amounts and disciosures in the financial statements. An audit also includes assessing the account-
ing principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. I believe that my audit provides a reasonable basis for my opinion.

In oy opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the governmental activities and the business-type activities of the Village of Morganza, Louisiana, as of
June 30, 2006, and the respective changes in financial position and cash flows, where applicable, thereof for the
vear ended in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, | have also issued my report dated February 26, 2007, on my
consideration of the Village of Morganza, Louisiana's internal control over financial reporting and my tests of its
compliance with certain provisions of laws, regulations, contracts and grants. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be read in conjunction with this
report in considering the results of my audit.

The management’s discussion and analysis and budgetary comparison information on pages 2 through 5 and 27,
are not a required part of the basic financial statements but are supplementary information required by account-
ing principles generally accepted in the United States of America. I have applied certain limited procedures,
which consisted principally of inquiries of management regarding the methods of measurement and presentation
of the required supplementary information. However, 1 did not audit the information and express no opinion on
it.

gm/yg F Detourne, CAYV

February 26, 2007




Village of Morganza, Louisiana
Management’s Discussion and Analysis
June 30, 2006

This discussion and analysis is intended to be an easily readable analysis of the Village of Morganza's
financial activities based on currently known facts, decisions or conditions. This analysis focuses on current
year activities and should be read in conjunction with the accompanying basic financial statements, which
begin on page 7.

Report Layout

This annual report consists of government-wide statements, fund financial statements, notes to the financial
statements, and supplementary information.

The Statement of Net Assets and the Statement of Activities (on page 8-9) provide information about the
activities of the Villags as a whole and present a longer-term view of the Village's finances. Fund financial
statements start on page 10. For governmental activities, these statements tell how these services were
financed in the short term as well as what remains for future spending. Fund financial statements also
report the Village's operations in more datail than the government-wide statements by providing information
about the Village’s most significant funds.

Reporting the City as a Whole
The Statement of Net Assets and the Statement of Activities

Our analysis of the Village as a whole begins on page 3. One of the most important questions asked about
the Village's finances is, "Is the Village as a whole better off or worse off as a result of the year's activi-
ties?"” The Statement of Net Assets and the Statement of Activities report information about the Village
as a whole and about its activities in a way that helps answer this question. These statements include all
assets and liabilities using the accrual basis of accounting, which is similar to the accounting used by most
private-sector companies. All the current year's revenues and expenses are taken into account regardless
of when cash is received or paid.

These two statements report the Village's net assets and changes in them. You can think of the Village's
net assets-the difference between assets and liabilities—as one way to measure the Village's financial
health, or financial position. Over time, increases or decreases in the Village's net assets are one indicator
of whether its financial health is improving or deteriorating. You will need to consider other nonfinancial
factors, however, such as a changes in the Village's property tax base and the condition of the Village's
roads, to assess the overall health of the Village.

In the Statement of Net Assets and the Statement of Activities, we divide the Village inta two kinds of
activities:

. Governmental activities ~ Most of the Village's basic services are reported here, including
the general administration, police, and streets, Property taxes, sales taxes. franchise fees,
and fines finance most of these activities.

. Business-type activities - The Village charges a fee to customers to help it cover all or most
of the cost of certain services it provides. The Village's natural gas, water, and sewer
systems are reported here.




Reporting the Village's Most Significant Funds
Fund Financial Statements

Qur analysis of the Village's major funds begins on page 4. The fund financial statements begin on page 19
and provide detailed information about the most significant funds — not the Village as a whole. Some funds
are required to be established by State law and by bond covenants. However, the Village Council estab-
lishes many other funds to help it control and manage money for particular purposes or to show that it is
meaeting legal responsibilities for using certain taxes, grants, and other money. The Village's two kinds of
funds — governmental and proprietary - use different accounting approaches,

. Governmental funds - Most of the Village's basic services are reported in governmental funds, which
focus on how money flows into and out of those funds and the balances left at year-end that are
available for spending. These funds are reported using an accounting method called modified
accrual accounting, which measures cash and all other financial assets that can readily be converted
to cash. The governmental fund statements provide a detailed short-term view of the Village's
general government operations and the basic services it provides. Governmental fund information
helps you determine whether there are more or fewer financial resources that can be spent in the
near future to finance the Village's programs. We describe the relationship (or differences) between
governmental activities (reportad in the Statement of Net Assets and tha Statement of Activitias)
and governmental funds in a reconciliation at the baottom of the fund financial statements.

L Proprietary funds — When the Village charges customers for the services it provides, these services
are generally reported in proprietary funds. Proprietary funds are reported in the same way that all
activities are reported in the Statement of Net Assets and the Statement of Activities. In fact, the
Village's enterprise fund is the same as the business-type activities we report in the government-
wide statements but provide more detail and additional information, such as cash flows.

THE CITY AS A WHOLE

For the years ended June 30, 2006 and 2005, net assets changed as follows:

Governmental Activities Business-type Activities Total
2006 2005 2006 2005 2006 2005
Beginning net assets S 131,927 § 108106 $ 2138046 S 2,261,354 § 2270873 $§ 2,369460
Increase {decrease} in net assets 225,194 23.821 (76,220) (122,408) 148,974 (98,587)
Ending net assets s 357,121 § 131927 § 2,062,726 § 2,138,948 § 2419847 § 2,270,873

That reflects an increase of 170.70% for governmental activities and a decrease of 3.57% for business-type
activities for the year ended June 30, 2006

Governmental Activities

To aide in the understanding of the Statement of Activities some additional explanation is given. Of
particular interest is the format that is significantly different than a Statement of Revenues, Expenses, and
Changes in Fund Balance. You will notice that expenses are listed in the first column with revenues from
that particular program reported to the right. The result is a Net (Expense)/Revenue. The reason for this
kind of format is to highlight the relative financial burden of each of the functions on the Village's taxpayers.
It also identifies how much each function draws from the general revenues or if it is self-financing through
fees and grants. Some of the individual line item revenues reported for each function are:




General government Building permits, occupational licenses
Paolice Fines
Streets Grass cutting, mosquito abatement

All other governmental revenues are reported as general. It is important to note that all taxes are classified
as general ravenue even if restricted for a specific purpose.

Business-type Activities

In reviewing the department net (expense}/revenue, it should be pointed out that general and administrative
expenses have not been allocated to natural gas, water, or sewer operations; therafore, if allocated, net
(expansa)/revenue would be significantly different for each of these operations.

THE VILLAGE'S FUNDS

With the implementation of two new accounting standards, an analysis of current- and prior-year govern-
mantal fund (in particular the general fund)} balance sheets is difficuit to do. In subsequent years, this
section will discuss and analyze significant differences.

The following scheduie presents a summary of general fund revenues and expenditures for the fiscal ysar
ended June 30, 2006, and the amount and percentage of increases and decreases in relation to the prior
year.

Increase Percent
FYE 2006 Parcent FYE 2005 (Decreasa) Increase
Revenues Amount of Total Amount from FYE 2005 (Decrease)
Taxes $ 100,808 26.81% $ 77,995 S 22,813 29.25%
Intergovernmental 220,392 58.62% 16,605 203,787 1227.28%
Charges for services 3,707 0.99% 3.649 58 1.59%
Fines and forfeitures 11,356 3.02% 9,831 1,525 15.51%
Licenses and permits 21,099 5.61% 23,197 (2,008} -9.04%
Interest 1,328 0.35% 497 831 167.20%
Miscellaneous 17,263 4.59% 4,404 12,859 291.98%
Total Revenues $ 375,053 100.00% $ 136,178 § 239,775 176.07%
Increase Parcent
FYE 2006 Percent FYE 2005 (Decrease) Increase
Expenditures Amount of Total Amount from FYE 2005 (Decrease)
General government $ 56,338 1491% $ 42,660 § 13,678 32.06%
Police 47,159 12.48% 47.321 (162) -0.34%
Street 65,5659 17.35% 392,81 25,728 64.59%
Capital outlay 208,892 55.27% 3,368 205,526 6105.94%
Total Expenditures ] 377,948 100.00% § 133,178 § 244,770 183.79%

The significant increase in genaral government expenditures is attributed to the amount spent on the
acquisition of a fire truck and firefighting equipment in 2006 of $168,425. The acquisition was purchased
with the aide of a Lovisiana Community Development Block Grant to assist Fire Protection District No. 2
reduce the fire rating for the fire district served by the Village. The Village intends to transfer this equip-
ment to the Fire District in the future.




GENERAL FUND BUDGETARY HIGHLIGHTS

The original budget was very conservative. As increased revenues were received, they were used to offset
increases in operating costs brought on by inflation,

CAPITAL ASSET

Capital Assets

At the end of June 30, 2006, the Viltage had $3.0 million invested in capital assets (cost) including police,
streats, and water, sewer, and gas lines. (See table below.) This represents a net increase of $218,418, or -
7.82%, over last year.

Governmaental Business-type
Activities Activities Totals
2006 2005 2006 2005 2006 2005
Land 5 2,000 S 2,000 $ 12,610 $ 12610 $ 14,610 $ 14,610
Buildings 48.588 48,588 11.291 11,291 59,879 59,879
Improvements 16,553 16,553 16,553 16,553
Equipment 296,027 108,403 114,402 98,608 410,429 207,011
Infrastructure 15,000 15.000 1]
Utility property 2,497,999 2,497,999 2,497,999 2,497,999
Totals $§ 361,615 $§ 158,991 § 2,652,855 § 2,637,061 $ 3.014470 $ 2,796,052

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

With the increase in revenues experianced this year, next year's ganeral fund budget was determined based
on maintaining the Jevel of revenues in hopes of providing the same level of services.

The business-type activities will ses a major change due to strict enforcement of new collections policies on
delinquent accounts.

CONTACTING THE VILLAGE'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens , taxpayers, customers, and creditors with a general
overview of the Village's finances and to show the Village's accountability for the money it receives. If you
have questions about this report or need additional financial information, contact Diane Grantham, Clerk at
113 Waest Railroad Avenue, Morganza, LA (225) 694-3655, fax (225) 694-2472,
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BASIC FINANCIAL STATEMENTS

The basic financial statements include integrated sets of financial statements as required by the GASB. The
sets of statements include:

. Government-wide financial statements
. Fund financial statements

-- Governmental funds

-- Proprietary (enterprise) fund

In addition, the notes to the financial statements are included to provide information that is essential to a
user’'s understanding of the basic financial statements.




VILLAGE OF MORGANZA, LOUISIANA
STATEMENT OF NET ASSETS
JUNE 30, 2006

Governmental Business-type
Activities Activities Total
ASSETS
Current Assets:
Cash including time deposits $ 83,238 $ 440,488 S 523,726
Accounts receivable {net) 6,070 202,508 208,578
Receivable from other governments 3.818 0 3,818
Due from other funds 0 8,298 8,298
Prepaid expenses 0 5,04¢ 5,049
Total current assets 93,126 656,343 749,469
Noncurrent Assets:
Capital assets (net) 277,746 1,532,527 1,810,273
Total noncurrent assets 277,746 1,532,527 1,810,273
Total Assets 370,872 2,188,870 2,559,742
LIABILITIES
Current Liabilities:
Accounts payable 3,709 14,794 18,503
Accrued salaries payable 560 o 560
Payroll deductions and accruals 1,134 4191 5,325
Due to othar governments 0 52,156 52,156
Due to other funds 8,348 0o 8,348
Consumer deposits 0 55,004 55,004
Total current liabilities 13,751 126,145 139,896
Total Liabilities 13,751 126,145 139,896
NET ASSETS
Invested in capital assets 277,746 1,532,527 1,810,273
Unrestricted - undesignated 79,375 530,198 609,573
Total Net Assets S 357,121 $ 2,062,725 § 2,419,846
P  ——

See accompanying notes to the basic financial statements.




VILLAGE OF MORGANZA, L OUISIANA
STATEMENT OF NET ASSETS
JUNE 30, 2006

Program Revenues

Operating Capital Net
Charges for Grants & Grants & (Expense)/
Functions/Programs Expenses Services Contributions Contributions Revenue
]
| Governmental activities:
General government 8 59,013 §$ 21,099 $ (37.914)
Police 48,958 11,356 3 1,186 (36,416)
Fire protection 0 0 163,925 163,925
Streets 71,119 3707 § 30,014 14,600 (22,798)
Total governmenta! activities 179,000 36,162 30,014 179,71 66,797
Business-type activities:
General and administrative 183,546 247 {183,299)
Natural gas 272,561 406,064 133,503
Water 66,909 57,449 (9,460)
Sewer 68,824 55,777 (13,047)
Total business-type activities 591,840 519,537 0 0 (72,303)
Total $ 770,830 § 555,699 § 30,014 $ 179,711 $ (5,506)
——————————— - ___________§ ——— |

Change in Net Assets:
Governmental Business-type

Activities Activities Total
Net (expense)/revenue 3 66,797 S (72,303) $ (5,508)
General revenues:
Taxes:
Property taxes, net 11,357 11,357
Sales and use taxes 62,031 62,031
Franchise taxes 27,420 27,420
Intergovernmental 10,667 15,258 25,025
Investment income 1,328 15,325 16,653
Miscellaneous 11,004 11,094
Transfers — internal activity 34,500 (34,500} 0
Total general revenues and transfers 158,397 (3.917) 154,480
Change in net assets 225,194 (76,220) 148,974
Net assets — beginning 131,927 2,138,946 2,270,873
Net Assets - Ending S 357,121 $§ 2,062,726 $ 2,419,847

See accompanying notes to the basic financial statements.




VILLAGE OF MORGANZA, LOUISIANA
BALANCE SHEET
GOVERNMENTAL FUNDS

JUNE 30, 2006

Total
General LCDBG Governmental
Fund Fund Funds
ASSETS
Cash, including time deposits 8 83188 $ 50 $ 83,238
Accounts receivable {net) 6,070 6,070
Receivable from other govermments 3,818 3,818
Total Assets 93,076 50 93.126
LIABILITIES
Accounts payable 3,709 3,709
Accrued salaries payable 560 560
Payroll deductions and accruals 1,134 1,134
Due to other funds 8,298 50 8,348
Total Liabilities 13,701 S0 13,751
FUND BALANCES

Unreserved, reported in:

General fund 79,375 79,375
Total Liabilities and Fund Balances $ 93,076 $ 50
Amounts reported for governmental activities in the

Statement of Net Assets are different because:
Capital assets used in governmental activities are not financial 277,746
resources and therefore are not reported in the funds, net of
accumulated depreciation of $83,869

Net Assets of Governmental Activities S 357,121

See accompanying notes to the basic financial statements.
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City of Leesville, Louisiana
Statement of Net Assets
June 30, 2006

Exhibit A
Governmental Business-type
Actlvities Actlvities Total
Assets
Cash and cash equivalents $ 2,088,838 5 180,316 3 2,249,255
Receivables, net 535,081 224,062 859,143
Internal balances 112,186 {112,186) -
Due from other governments 588,280 - 588,280
Prepaid expenses 166,660 23,857 190,517
Inventories 72,855 - 72,956
Restricled cash and cash equivalents - 575,876 575,876
Deferred hond issuance costs - 27,944 27,844
Capital assets
Land and construction in progress 1,193,313 208,255 1,401,568
Other capital assets, net of depreciation 15,049,768 10,364,541 25,414,307
Total Assets 19,907,180 11,472,665 31,379,845
Liabilities
Accounts payable 786,777 57,910 844,687
Accrued interest 72,617 32947 105,564
Other accrued expense 5,970 2,275 8,245
Deferred revenues 1 - 1
Long-term liabilities
Due within one year 314,972 385,000 699,972
Due in more than one year 5,192,024 3,178,192 8,370,216
Total Liakilities 6,372,361 3,656,324 10,028,685
Net Assets
Invested in capital assets, net of related debt 10,998,176 7,202,804 18,200,980
Restricted for
Capital projects 385,496 59,610 945,106
Debt service 574,590 - 674,580
Capital addibons and contingencies - 36,851 36,851
Unrestricted 978,557 517 076 1,493,633
Total Net Assets 3 13,534,819 3 7,816,341 % 21,361,160

The accompanying notes are an integral part of the financial statements.
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VILLAGE OF MORGANZA, LOUISIANA
STATEMENT OF CASH FLOWS
PROPRIETARY FUND
YEAR ENDED JUNE 30, 2006

Cash Flows from Operating Activities
Receipts from customers
Reimbursements
Payments to suppliers
Payments to employees and benefits

Net Cash {(Used) by Operating Activities

Cash Flows from Non-Operating Activities
Transfer to General Fund
Transfer to LCDBG Fund
Decrease in amount due from General Fund
Increase in amount due on Pointe Coupee Parish Solid Waste

Net Cash Provided by Non-Operating Activities

Cash Flows from Capital and Related Financing Activities
Grant received from State of Louisiana
Purchase of capital assets

Net Cash Provided by Capital and Related Financing Activities

Cash Flows from Investing Activities
Interest earned

Net Cash Provided by Investing Activities
Net (Decrease) in Cash and Cash Equivalents
Balances - Beginning of Year

Balances - End of Year

Reconciliation of Net Operating Loss to Net Cash
Provided {Used)} by Operating Activities
Net operating loss
Adjustments to reconcile net operating loss to net cash
provided (used) by operating activities:
Casbh flows reported in other categories:
Depreciation expense
Change in assets and liabilities:
Receivables
Prepaid insurance
Accounts payable
Payrol! deductions and accruals
Consumer meater deposits

Net Cash Provided by Operating Activities

See accompanying notes to the basic financial statements.
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s 479,869

1,761
(403,536)
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{48.416)

(30,000)
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15,325
15,325
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426,085

$ 440,488

$ (76,220)

78,232

(58,246)
1,261
2,543
1,129
2,885

§ (48,416)
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VILLAGE OF MORGANZA, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1. - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Financial Reporting Entity

The Village of Morganza, Louisiana (the "Village") was incorporated on March 6, 1908, under the provisions of Title 33,
Chapter 2, Part 1, of the Louisiana Revised Statutes (Lawrason Act - Act No. 36 of 1898). The Village provides police
protection; streets and drainage maintenance; public improvements; gas, water, and sewer services; and general
administration. The Village operates under a Mayor-Board of Aldermen Council form of government. The Mayor and
three Council Members are elected at large to serve four year terms. The Mayor is entitled to a per diem of $200 per
month and each Council Member $120 for each meeting attended. The Village of Morganza is located in Pointe Coupee
Parish with a geographic area of approximately six square miles. The estimated population as of July 1, 1987 was 759.
The Village employees six full-time employees. The Village serves 490 gas customers, 325 water customers, and 293
sewer customers; and maintains 20 miles of streets.

As the municipal governing authority, for reporting purposes, the Village of Morganza is considered a separate financial
reporting entity. The financial reporting entity consists of [a] the primary government (municipality), [b] organizations
for which the primary government is financially accountable, and [c) other organizations for which nature and signifi-
cance of their relationship with the primary government are such that exclusion would cause the reporting entity's
financial statements to be misleading or incomplete.

Governmental Accounting Standards Board (GASB) Statement No. 14 established criteria for determining which
component units should be considered part of the Village of Morganza for financial reporting purposes. The basic
criterion for including a potential component unit within the reporting entity is financial accountability. The GASB has
set forth criteria to be considered in determining financial accountability. This criteria include:

L Appointing a voting majority of an organization's governing body, and
. The abifity of the municipality to impose its will on that organization and/or
. The potential for the organization to provide specific financial benefits to or impose specific financial

burdens on the municipality.

. Organizations for which the municipality does not appoint a voting majority but are fiscally dependent on the
municipality.
. Organizations for which the reporting entity financial statements should be misleading if data of the organiza-

tion is not included because of the nature or significance of the relationship.

As required by generally accepted accounting principles, since the Village has no component units, these financial
statements present the primary government of the Village of Morganza.

Other Organizations

The municipality may appoint some, or all, governing board members of organizations that are not included as compo-
nent units in the primary government's reporting entity. These organizations are clagsified as [a] related organizations,
[b] joint ventures and jointly governed crganizations, and [c] component units of another government with characteris-
tics of a joint venture or jointly governed organization.

Considered in the determination of companent units of the reporting entity were the Pointe Coupee Parish Police Jury,
Sheriff, Clerk of Court, Assessor, and School Board and the District Attorney and Judges for the 18th Judicial District.
It was determined that these governmental entities are not component units of the Village of Morganza reporting entity
because they have separately elected gaverning bodies, are legally separate, and are fiscally independent of the Village
of Morganza.

16




VILLAGE OF MORGANZA, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

Also, excluded from the reporting entity:

Fire Protection District No. 2 of the Parish of Pointe Coupee, Louisiana
This potential component unit has a separate board appointed jointly by the area governments' governing
bedies. It provides services to residents, within the geographic boundaries of the government and other
areas adjacent to it. This unit is excluded from the reporting entity because the government does not have
the ability to exercise influence or control over its daily operations, approve budgets or provide funding.

Basis of Presentation

The accompanying financial statements of the Village have been prepared in conformity with generally accepted
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards Board
(GASB) is the accepted standard-setting body for establishing governmental accounting and financial reporting
principles.

Measurement Focus and Basis of Accounting

Fund Accounting

The Village uses funds and account groups to report on its financial position and the results of its operations. Fund
accounting is designed to demonstrate legal compliance and to aid financial management by segregating transactions
relating to certain government functions or activities.

A fund is a separate accounting antity with a self-balancing set of accounts. On the other hand, an account group is a
financial reporting device designed to provide accountability for certain assets and liabilities that are not recorded in
the funds because they do not directly affect net expendable available financial resources.

Funds of the Village are classified into two categories: governmental and proprietary. In turn, each category is divided
into separate fund types. The fund classifications and a description of each existing fund type follow:

Governmental Funds

Governmental funds are used to account for all or most of the Village's general activities, including the collection and
disbursement of specific or legally restricted monies, the acquisition or construction of general fixed assets, and the
servicing of general long-term debt. Governmental funds include:

General Fund -- the general operating fund of the Village and accounts for all financial resources, except those required
to be accounted for in other funds.

Proprietary Funds

Proprietary funds are used to account for activities similar to those found in the private sector, where the determination
of net income is necessary or useful to sound financial administration. Proprietary funds differ from governmental funds
in that their focus is on income measurement, which, together with the maintenance of equity, is an important financial
indicator. Proprietary funds include:

Enterprise Fund -- account for operations (a) where the intent of the governing body is that the costs (expenses,
including depreciation) of providing goods or sarvices to the general public on a continuing basis be financed or
racovered primarily through user charges, or (b) where the governing body has decided that periodic determination of
revenues earned, expense incurred, and/or net income is appropriate for capital maintenance, public policy, manage-
maeant control, accountability, or other purposes.

Basis of Accounting

The accounting and financial reporting treatment applied to a fund is determined by its measurement focus. All
governmental funds are accounted for using a current financial resources measurement focus -- modified accrual basis
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VILLAGE OF MORGANZA, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

of accaunting., With this measurement focus, only current assets and current liabilities are generally included on the
balance sheet. Operating statements for these funds present increases (i.e., revenues and other Financing sources) and
decreases (i.e., expenditures and other financing uses) in net current assets.

The modified accrual basis of accounting is used by all governmental funds. Under the modified accrual basis of
accounting,

Revenues:

Reverues are recognized when susceptible to accrual (i.e., when they become both measurable and awvailable).
"Measurable” means the amount of the transaction can be determined and "available” means collectible within the
current period or soon enough thereafter to be used to pay liabilities of the current period. Consequently, the Village
recognizes revenues as follows:

. Ad valorem taxes and related state revenue sharing are recorded in the year the taxes are due and payable. Ad
valorem taxes are assessed on a calendar year basis and attach as an enforceabls lien and become due and
payable on the date the tax rolls are filed with the recorder of mortgages. Louisiana Revised Statute 47:1993
requiras that the tax roll be filed on or befora November 15 of each year. Ad valorem taxes become delinquent
if not paid by December 31. The taxes are normally collected in December of the current year and January and
February of the ensuing year.

. Sales and use tax revenues are recorded in the month they are received by the centralized parish sales tax
collector.
. Federal and state grants and reimbursements are recorded when the Village is entitled to the funds, Where

grant revenue is dependent upon expenditures by the Village, revenue is recognized when the related expendi-
tures are incurred.

. Fines, forfeitures, and court costs are recorded in the year they are received by the Village or parish tax
collector.

. Fees, charges and commissions are recognized as revenue in the month in which they are earned and billed.

. Substantially all other revenues are recorded when received by the Village.

Expenditures:
Expenditures are recognized under the modified accrual basis of accounting when the related fund liability is incurred.
Other Financing Sources (Uses):

Transfers between funds that are not expected to be repaid (and any other financing source/use) are accounted for as
other financing sources (uses). Transfers are recorded when the funds are actually transferred.

All proprietary funds are accounted for on a flow of economic resources measurement focus and a determination of net
income and capital maintenance. With this measurement focus, all assets and all liabilities associated with the
operation of these funds are included on the balance sheet. The proprietary funds use the accrual basis of accounting.
Revenues are recognized when earned, and expenses are recognized at the time liabilities are incurred,

Encumbrances

The Viilage does not follow the encumbrance method of accounting.

Budgets

The Village uses the following budget practices:
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VILLAGE OF MORGANZA, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

. Budgets are prepared for the General Fund and Enterprise Fund on the GAAP Basis and appropriations
{unexpended budget balances) lapse at year end.

. A notice of the proposed operating budgets are published and since the budget for the General Fund is less
than $250,000; the Village is required to hold at least one public hearing. Publication of the budget was made
after adoption.

L] There were no budget amendments; consegquently, the financial statements present the original budgets.

Cash, Cash Equivalents, and Investments

Cash includes amounts in demand deposits, interest-bearing demand deposits, and money market accounts. Cash
equivalents include amounts in time deposits and those investments with original maturities of 90 days or less. Under
state law, the Village may deposit funds in demand deposits, interest-bearing demand deposits, money market
accounts, or time deposits with state banks organized under Louisiana law and national banks having their principal
offices in Louisiana.

State statutes authorize the Village of Morganza, Louisiana to invest in United States bonds, treasury notes and bills, or
certificates or time deposits of state banks organized under Louisiana law and national banks having principal offices in
Louisiana. In addition, local governments in Louisiana are autharized to invest in the Louisiana Asset Management Pool,
Inc. (LAMP), a non-profit corporation formed by an initiative of the State Treasurer and organized under the laws of the
State of Louisiana, which operates a local government investment pool.

These are classified as investments if their original maturities exceed 90 days; however, if the original maturities are 90
days or less, they are classified as cash equivalents. Investments are stated at market value.

Accounts Receivable and Bad Debts

The Village uses the direct charge-off method whereby uncollectible amounts due from ad valorem taxes are recognized
as bad debts at the time information becomes available which would indicate the uncollectibility of the particular
receivable. The direct charge-off method is used because it does not cause a material departure from GAAP and it
approximates the valuation method.

Inventories

Inventories for supplies are immaterial and are recorded as expenditures when purchased.

General Fixed Assets

Fixed assets used in governmental fund type operations are accounted for in the General Fixed Asset Group of
Accounts rather than in governmental funds. Public domain ('infrastructure”) general fixed assets consisting of certain
improvements other than buildings, including roads, streets, drainage system, and lighting systems, are not capitalized
with other fixed assets. No depreciation has been provided on such assets.

All fixed assets are valued at historical cost. Repairs and maintenance are recorded as expenditures; renewals and
betterments are capitalized.

Property, Plant and Equipment - Proprietary Fund

Additions to the utility piant in service are recorded at cost or, if contributed property, at their estimated fair value at
time of contribution. Repairs and maintenance are recorded as expenses; renewals and betterments are capitalized.
The sale or disposal of fixed assets is recorded by removing cost and accumulated depraciation from the accounts and
charging the resulting gain or loss to income.
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VILLAGE OF MORGANZA, LOUISIANA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

Depreciation has been calculated on depreciable property using the straight-line method. Estimated useful lives are as
follows:

Natural Gas System 50 Years
Water System 10 - 50 Years
Sewer System 5 - 50 Years
Equipment 5 Years
Furniture and Office Equipment 3-10 Years
Vehicles 5 Years

Compensated Absences

Accumulated unpaid vacation and sick leave is accruad when incurred in proprietary funds. The amount of accumulated
vacation and sick leave recorded in the governmental funds is that amount, adjusted to current salary costs, which is
expected to be fiquidated with expendable available financial resources. Only the current portion is reflected in the

funds. The remainder of the liability is reported in the General Long-Term Debt Account Group. The guidelines of
GASB Codification Section C60 were applied in determining the liability for both governmental and proprietary funds.

Fund Equity

Reserves

Reserves represent those portions of fund equity not appropriable for expenditures or legally segregated for a
specific future use.

Designated Fund Balances

Designated fund balances represent tentative plans for future use of financial resources.

Sales and Use Tax

The Village has a one per cent sales and use tax approved by the voters, for an indefinite period. The tax, after all
necessary costs for collection and administration, is available for general purposes.

Total Columns on Combined Statements

Total columns on the Combined Statements are captioned "Memaorandum Only" to indicate that they are presented only
to facilitate financial analysis. Data in these columns do not present financial position or results of operations, in
conformity with generally accepted accounting principles. Neither is such data comparable to a consolidation.
Interfund eliminations have not been made in the aggregation of this data.

NOTE 3 - LEVIED TAXES

All taxable property located within the State of Louisiana is subject by law to taxation on the basis of its assessed
valuation. The assessed value is determined by the Parish Assessor, except for public utility property which is assessed
by the Louisiana Tax Commission.

The 1974 Louisiana Constitution provided that, beginning in 1978, all land and residential property were to be assessed

at 10% of fair market value; agricultural, horticultural, marsh lands, timber lands and certain historic buildings are to be
assessed at 10% of "use” value; and all other property is to be assessed at 15% of fair market value. Fair market values
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ara determined by the elected assessor of the parish and are subject to review and final certification by the Louisiana
Tax Commission. The Assessor is required to reappraise all property every four years.

The Sheriff of Pointe Coupae Parish, as provided by State Law, is the official tax collector of property taxes levied by
the Village. All taxes are due by December 31 of the year and are delinquent on January 1 of the next year, which is
also the lien date.

State law requires the Sheriff to collect property taxes in the calendar year in which the assessment is mada. If the
taxes are not paid by the due date of December 31st, the taxes bear interest at 1.25% per month until the taxes are
paid. After notice is given to the delinquent taxpayers, the Sheriff is required by the Constitution of the State of
Louisiana to sell the least quantity of property necessary to settle the taxes and interest owed.

Property taxes are recognized as revenue in the year for which they are levied and become due. The majority of the
year's taxes are collected from November to February by the Sheriff. Any amounts not collected at June 30th are
shown as accounts receivable.

The following is & summary of authorized and levied ad valorem taxes for the year 2005:

Authorized Levied Expiration
Fund Millage Millage Date
General Fund 7.00 6.44 Indefinite

The difference between authorized and leviad millages is the result of reassessments of taxable property in the parish
as required by Article 7, Section 18 of the Louisiana Constitution of 1974,

The following are the principal taxpayers for the Village and their 2006 assessed valuation:

Assessed Tax
Taxpayer Type of Business Valuation Paid
Regions Bank of Louisiana Banking $ 180,910 $10,953
BellSouth Telscommunications, Inc. Telephone 120.690 7,305
Pcinte Coupee Electric Membership Corp. Electric 40,780 2,468
J.J. 1! & Stephanie B. Ewing Various 39,970 2,415
Entergy Services, Inc. Electric 38,820 2,350
Charter Communications Cable TV 25,920 1.566
Joseph C. & Rose V. Bergeron Various 29,350 1,369
H. M. & W. Super Mart Grocery 20,370 1,231
Guaranty Bank & Trust Company Banking 14,780 1,074
Union Pacific Railroad Co. Railroad 9,350 457
NOTE 4 - CASH and CASH EQUIVALENTS
The following is a summary of cash and cash equivalents at June 30, 2006:
Petty cash and cash on hand S 310
Interest-bearing demand deposits 315,420
Time certificates of deposit 104,082
Louisiana Asset Management Pool 103,864
Total $ 509,228

These deposits are stated at cost, which approximates market. Under state statutes, these deposits must be secured
by federal deposit insurance or the pledge of securities owned by the fiscal agent bank. The market value of the
pledged securities plus the federal deposit insurance must at all times equal the amount on deposit with the fiscal
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agent. These securities are held in the name of the pledging fiscal agent bank in a holding or custodial bank that is
mutually acceptable to both parties.

At June 30, 20086, the Village has $465,840 in deposits (collected bank balances). These deposits are secured from risk
by $200,000 of federal deposit insurance and $265,840 of pledged securities held by the custodial bank in the name of
the fiscal agent bank {(GASB Category 3).

Even though the pledged securities are congidered uncollateralized (Category 3) under the provisions of GASB
Statement No. 3, Louisiana Revised Statute 39:1229 imposes a statutory requirement on the custodial bank to advertise
and sell the pledged securities within 10 days of being notified that the fiscal agent has failed to pay deposited funds
upon demand.

Cash also consists of $103,864 in the Louisiana Asset Management Pool (LAMP), a local government investment pool.
In accordance with GASB Codification Section 150.126, the investment in LAMP at June 30, 2006 is not categorized in

the three risk categories provided by GASB Codification Section 150,125 hecause the investment is in the pool of funds
and therefore not evidenced by securities that exist in physical or book entry form.

NOTE 5 - CHANGES IN FIXED ASSETS

A summary of changes in general fixed assets follows:

7-1-2005 Additions Deletions 6-30-2006
Land $ 2,000 S 2,000
Buildings 48,588 48,588
Equipment 0§ 15,000 15,000
Infrastructure 108,403 193,783 % (6,159) 296,027
$ 158991 § 208,783 $ (6,159) § 361,615

A summary of changes in proprietary property, plant and equipment follows:

7-1-2005 Additions Deletions 6-30-2006

Land 8 12,610 S 12,610
Buildings 11,201 11,281
Improvements 16,653 16,553
Equipment 98,608 S 16,794 114,402
Utility property 2,497,999 2,497,999
2,637,061 § 15,794 2,652,855

Accumulated depreciation (1.042,097) $ (78,232) (1,120,328)
S 1,594,964 8 1,532,527

NOTE 6 - UTILITY SERVICE AGREEMENT

An agreement between the Solid Waste Disposal System of the Parish of Pointe Coupese and the Village of Morganza
provides for the billing of customers on the Village's system. This billing agreement went into effect for the month of
October 1985. Under the terms of the agreement, the Village retains a $ .75 per customer as a billing fee. The amount
owed to the Solid Waste Disposal System as of June 30, 2006 is $52,156.
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NOTE 7 - CENTRALIZED COLLECTION AGENCY AGREEMENT

In accordance with Paragraph (B)(1) of Section 3 of Article Vil of the Constitution of the State of Louisiana, the Village
entered into an agreement on May 20, 1992 with all of the sales and use taxing authorities of the Parish of Pointe
Coupee designating the Sales Tax Department of the Pointe Coupee Parish Palice Jury as the single tax collection
entity. The agreement is effective as of July 1, 1992, the agreement authorizes the Village to compensate the collection

agency 1.25% of the gross amounts collected.

NOTE 8 - PENSION PLAN AND RETIREMENT COMMITMENTS

Social Security and Medicare -

All employeas of the Village are members of the Federal Social Security and Medicare System. The total payroli for
employees of the Village covered by the System for the year ended June 30, 2006, was $129,835.

The total contribution to the System is 15.3% of taxable payroll of which the Village and employees contribute 7.65%
each. For the year ended June 30, 20086, the Viilage contributed $9,932 to the System.

NOTE 9 - CONTINGENT LIABILITIES

There is no pending litigation against the Village.

NOTE 10 - COMPENSATION PAID TO BOARD MEMBERS

In compiiance with House Concurrent Resolution No. 54 of the 1979 Session of the Louisiana Legislature, compensation

paid to the mayor and board members is as follows:

Mayor - Chartes Landry

Council Members - John Mitch Langlais
- Salvador J. Tuminelio
- Eric Gustin

$ 2,400

1,440
1,440
1,440

$ 5,720
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REQUIRED SUPPLEMENTARY INFORMATION
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REVENUES
Taxes
Intergovernmental
Charges for services
Fines and forfeitures
Licenses and permits
Investment income
Miscellanecus

VILLAGE OF MORGANZA, LOUISIANA

REQUIRED SUPPLEMENTARY INFORMATION

BUDGETARY COMPARISON SCHEDULE

GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2006

Transfer from Public Utility Fund

Total Revenues

EXPENDITURES

Current:
General government
Palice
Streets

Capital outlays:
General government
Police
Streets and sidewalks

Total Expenditures

Net Change in Fund Balances
Fund Balances - Beginning

Fund Balances - Ending

27

Variance
with
Original
Budgeted Budget
Amounts Positive
Original Actual (Negative)
71,300 100,808 $ 29,508
31,400 56,467 25,067
0 3,707 3,707
20,000 11,356 (8,644}
21,000 21,099 29
200 1,328 1,128
2,034 17.263 15,229
30,000 30,000 0
175,934 242,028 66,094
42,000 56,338 (14,338)
53,330 47,159 6,171
38,232 65,559 (27,327)
8,000 12,347 (4,347)
0 1,571 (1,571)
0 26,549 (26,549)
141,562 209,523 (67,961)
34,372 32,505 (1.867)
46,871 46,871 o
B1,243 § 79,376 % (1,867)
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OTHER REPORTS REQUIRED BY

GOVERNMENT AUDITING STANDARDS

The following pages contain a report on internal control and on compliance with laws and regulations and
other matters as required by Government Auditing Standards, issued by the Comptroller General of the
United States. This report is based soiely on the audit of the basic financial statements and includes, where
appropriate, any reportable conditions and/or material misstatements in internal control or compliance
matters that would be material to the presented financial statements.
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CERTIFIED PUBLIC ACCOUNTANT
(A Professional Corporation)
Practice Limited to Governmental Accounting, Auditing and Financial Reporting
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE AND
ON INTERNAL CONTROL OVER FINANCIAL REPORTING
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable Charles Landry
and the Board of Aldermen
Village of Morganza, Louisiana

I have audited the financial statements of the governmental activities and business-type activities of the
VILLAGE OF MORGANZA, LOUISIANA, as of and for the year ended June 30, 2006, which collectively
comprise the Village of Morganza, Louisiana’s basic financial statements and have issued my report
thereon dated February 26, 2007. I conducted my audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States,
and the Louisiana Governmental Audit Guide.

Compliance

As part of obtaining reasonable assurance about whether the Village of Morganza, Louisiana’s financial
statements are free of marerial misstatement, I performed tests of its compliance with certain provi-
sions of laws, regulations, contracts and grants, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion
on compliance with those provisions was not an objective of my audit and, accordingly, I do no
express such an opinion. The results of my tests disclosed no instance of noncompliance that is
required to be reported under Government Auditing Standards; however, item 2006-2 is 2 compliance
that is required to be reported under the provisions of the Louisiana Governmental Audit Guide.

Internal Control Quver Financial Reporting

In planning and performing my audit, I considered Village of Morganza, Louisiana’s internal control
over financial reporting in order to determine my auditing procedures for the purpose of expressing
my opinion on the basic financial statements and not to provide assurance on the internal control over
financial reporting. However, I noted certain matters involving the internal control over financial
reporting and its operation that I consider to be reportable conditions. Reportable conditions involve
matters coming to my attention relating to significant deficiencies in the design or operation of the
internal control over financial reporting that, in my judgment, could adversely affect Village of
Morganza, Louisiana’s ability to initiate, record, process, and report financial dara consistent with the
assertions of management in the financial statements. Reportable conditions are described in the
accompanying schedule of findings and questioned costs as item 2006-1.
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A material weakness is a reportable condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that misstatements
caused by error or fraud in amounts that would be material in relation to the basic financial statements
being audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. My consideration of the internal control over financial
reporting would not necessarily disclose all matters in the internal control that might be reportable
conditions and, accordingly, would not necessarily disclose all reportable conditions that are also
considered to be material weaknesses. However, of the reportable conditions described above, 1
consider item 2006-1 to be material weaknesses.

This report is intended solely for the information of management, the Town Council, the Legislative
Auditor for the State of Louisiana, and federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties. However, this
report is a matter of public record and its distribution is not limited.

Goovge T Delbsune, CRA

February 26, 2007
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VILLAGE OF MORGANZA, LOUISIANA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2006

Section A - Summary of Auditor's Reports

The auditor's report expresses an unqualified opinion on the financial statements of the Village of
Morganza.

One reportable condition was disclosed during the audit of the financial statements which is consid-
ared a material weakness.

One instance of noncompliance was disclosaed during the audit of the financial statements.

The Village of Morganza was determined to be a high-risk auditee for the fiscal year 2006.

Section B - Findings — Financial Statements Audit

2006-1

Thief Loss Discovered

Condition

Effect

Cause

It was brought to my attention before the start of the audit, that descrepancies were discovered in balances in
customer accounts of the utility system. After a preliminary review, it was found that amounts reported on
deposit slips did not correspond to the cash collection report of the utility billing system.

| recommended to management that a through internal investigation be made of comparing collections from
deposit slips back to daily cash reports and then to customer accounts. Singe the employee involved in this
position was also the clerk maintaining the log record for fines and tickets, | also recommended an investigation
inte those records.

The internal reconciliation of both the customer utility accounts and ticket log was not completed as of the date
of my audit; but an estimated $21,099 variance between total receipts posted to the general ledger and
collections recorded in the utility program was calculated.

No estimate could be made with regards to fines.

The Village employees two staff people in the office. During the year, personal and medical problems made it
impossible to enforce the controls required to keep duties of receipt, processing, and recording of transactions
to remain separate. One employee was allowed to receive payments, record the transaction, complete the
deposit slip, and make the deposit without supervision or verification.

Recommendation

The Village should establish additional procedures to control instances when separation of duties cannot be
avoided such as having the Mayor or a Council Member to verify the collaction and recording of transactions.
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2006-2 Delay in Audit

Criteria

Louisiana Revised Statute requires an annual audit to be completed within six months of the close of the fiscal
year.

Cause
As described in Finding 2006-1, the internal investigation into the suspected descrepancies took considerable
time to (1) reconcile utility collections and postings and (2) reconstruct the recording of tickets after a

computer program was purchased. This delay caused a scheduling problem with the audit and then the auditor
had medical problems which caused future delays.
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Village of Morganza, Louisiana
P. O. Box 66
Morganza, LA 70759

Corrective Action Plan

Mr. Steve Theriot, CPA
Legislative Auditor
State of Louisiana

The Village of Marganza respectfully submits the following corrective action plan for the year ended June
30, 2006.

Name and address of the independent public accounting firm:

George F. Delaune, CPA, APC
7663 Anchor Drive
Ventress, LA 70783

Audit period:  July 1, 2005 to June 30, 2006

The findings from the June 30, 2006 schedule of findings and questioned costs are discussed below. The
findings are numbered consistently with the numbers assigned in the schedule. Section A of the schedule,
Summary of Audit Results, does not include findings and is not addressed.

Section B - Findings - Financial Statements Audit

2006-1

Thief Loss Discovered

Condition

It was brought to my attention before the start of the audit, that descrepancies were discovered in balances in
customer accounts of the utility system. After a preliminary review, it was found that amounts reported on
deposit slips did not correspond to the cash collection report of the utility billing system.

| recommended to management that a through internal investigation be made of comparing collections from
deposit slips back to daily cash reports and then to customer accounts. Since the employee involved in this
position was also the clerk maintaining the log record for fines and tickets, | also recommended an investigation
into those records.

Action Taken

The Village as of February 26, 2007, is still in the process of raconciling the financial records and once com-
pleted will turn the matter over the District Attorney. Internal controfs have been modified and alternative
procedures have been implemented that will ensure verification of the recording of transactions when only one
employee is in control.
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2008-2 Delay in Audit

Criteria

Louisiana Revised Statute requires an annual audit to be completed within six months of the close of the fiscal
year.

Action Taken

We believe that the corrective action taken with respect to Finding 2006-1 will ensure that the financial
statements and records will be avaitable in sufficient time to have the audit completed by December 31. Also,
our auditor has assured us that his medical problem will be resolved or he will resign from the audit if in his
opinion he can not complete the audit as required by the Louisiana Revised Statutes.

If the Legislative Auditor has questions regarding this plan, please call Diane Grantham, Town Clerk at
(225) 694-3655.

Sincerely yours,

Cheartes Landiy

Charles Landry, Mayor




VILLAGE OF MORGANZA, LOUISIANA
RESOLUTION OF PRIOR YEAR OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2006

There were no prior year audit findings or questioned costs.
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